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x5 OLS fliit & IV it @M B EHE R
ATt ik OLS it 1(1) IV Al 1(I1) OLS flfiT 2(111) IV A3 2(1v)
5 i A o Indist Indist Indist Indist
Am 0.0086 1.6142% % -0.0232 16794
(-0.16) (5.00) (-0.42) (4.76)
HHI 1.4950% 0.1767 1.3475% 0.0711
(3.33) (0.30) (3.01) (0.12)
Gnl 0.0629% 0.0296* _ _
(6.29) (2.08)
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(6.26) (0.81)
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Wald chi®(P ) 50.90 58.62 50.47 55.83
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Administrative Monopoly and China’s Factor—Price Distortions——An Empirical
Test Based on the Whole Industry Data and the Endogenous Perspective
CHEN Lin'?, LUO Li-ya’, KANG Ni'

(1. Industrial Economy Institute, Jinan University, Guangzhou 510632, China;
2. Guangzhou Free Tread Experimental Zone Research Base, Guangzhou 510632, China;
3. Universal Asset Management Co., Lid, Shanghai 200120, China)

Abstract: The relationship between administrative monopoly and factor—price distortions has become a hot
topic in recent research. Some researches show that government plays an important role in the intervention of
market access (also called administrative monopoly). But in China, administrative licensing procedures of
regulations in market access contain certain discretion, and there exist endogenous problems among factor—price
distortions, administrative monopoly and economic system obviously. In order to analyze the origin and evolution
tendency of distortions, this paper uses the Chinese industrial enterprise database from 1998 to 2007 in 172
industries, measuring the relative distortions of factor—price between state sector and private sector, and then uses
panel instrumental variable method to conduct empirical tests for administrative monopoly and factor —price
distortions. The results show that, the distortions do exist and the distortion of capital factor—price shows a “U”
type. Distortion of label factor—price presents a tendency of straight climb. At the same time, industries that exist
administrative monopoly have distinct characteristics of low capital price and high labor price. To some extent,
administrative monopoly leads to the distortions of China’s industrial factor prices.

Key Words: administrative monopoly; factor—price distortions; endogenous problem; panel Probit; instrumental
variable
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